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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


The Company experienced an excellent 
year and new highs were recorded in 
revenues, production and reserves. Total 
revenues for the year ended August 31, 
1971 increased to $1,534,296. Net earn- 
ings declined to $74,961 from $328,086 
reported for the prior eight month period 
from date of amalgamation on January 
7, 1970 to August 31, 1970. This de- 
crease in earnings was primarily due to 
greater exploration and dry hole costs 
and higher carrying charges for non- 
producing properties. As at August 31, 
1971, the Company continued to be in 
a strong financial condition with approxi- 
mately $9,000,000 in cash and market- 
able securities. 


An increase in exploratory activities on 
Company lands is forecast for the next 
fiscal year. In addition to the 20 to 25 
wells in which the Company expects to 
participate, over 20 wells will be drilled 
at no cost to the Company on lands 
farmed out to other exploration compa- 
nies. The Company will continue the pol- 
icy of having high risk, high cost explor- 
atory prospects evaluated by farming out 
these lands to others. 


Important oil and gas discoveries in 
Canada’s frontier areas this past year are 
causing an acceleration in exploration in 
these areas. Announcements of large 
discoveries of gas reserves by Panarctic 
Oils Ltd. at its King Christian well and 
by Imperial Oil Ltd. of their oil and gas 
wells in the Mackenzie Delta indicate that 
the petroleum industry will be directing 
more of its attention to these areas in 
the future. Of particular significance Is 
the Mobil Oil Canada, Ltd. discovery on 
Sable Island off the East Coast of Canada 
where the first commercial indications of 
hydrocarbons in this region appear to 
justify the millions of exploration dollars 
spent to date by the major oil companies 
in this area. Siebens’ land holdings now 
exceed 70 million gross acres and 40 
million net acres, the great majority of 
which is situated in these frontier areas. 
The Company has entered into farmout 
arrangements whereby approximately 37 
million gross acres in these highly pro- 
spective areas will be explored at no cost 
to the Company. The very large commit- 
ments for exploration expenditures on 


the farmout lands gives the Company 
good exposure to future discoveries which 
may be made in frontier regions. 


The Company, through its ownership 
of 40% of Siebens Oil & Gas (UK) Limited, 
made application for Production Licences 
with the United Kingdom Government in 
August, 1971. In addition to the North 
Sea, other areas in proximity to the 
United Kingdom appear promising for the 
discovery of hydrocarbons close to a large 
and growing market. An active geophysi- 
cal program was conducted prior to the 
making of application. Announcement of 
awards by United Kingdom Government 
is expected before the end of 1971. 


Siebens Oil & Gas Ltd. foresees in- 
creased activity in all phases of its opera- 
tions. The Company’s extensive land 
holdings in the prime exploration areas 
of Canada and sound financial position 
make the prospects for the ensuing year 
appear bright. 


The Company’s ability to achieve its full 
potential depends to a large extent on 
its employees. | am happy to report that 
our staff is now complete and we have 
young, aggressive people in our explora- 
tion, production, land and accounting 
departments. The loyalty and co-opera- 
tion of these individuals and their efforts 
on behalf of the Company ensures con- 
tinued progress. 


On behalf of the Board, 


W. W. Siebens 
President 


October 15, 1971 


CANADIAN LAND HOLDINGS 


The total acreage held by the Company at August 
31, 1971 has increased from that held at the end of 
the last fiscal year due to newly acquired East Coast 
offshore permits. Holdings of Petroleum and Natural 
Gas Reservations, Permits and Leases in the Western 
Provinces have altered slightly during the normal 
course of operation. A 2.9 million acre block offshore 
northern Baffin Island was surrendered back to the 
Federal Government but this was more than offset by 
the increase in East Coast offshore permits. Our con- 
tinued policy of developing reserves and production 
by negotiating farmout arrangements, whereby other 
exploration companies in the industry conduct explor- 
atory work on our acreage at no cost to the Company, 
has shown outstanding success as indicated by the 
figures in the chart below and the more significant 
farmouts detailed in this report. 


The ‘“‘Gross Acres Farmed Out’’ figures below in- 
dicate the amount of acreage committed to other com- 


CANADIAN LAND HOLDINGS 
WORKING INTEREST PROPERTIES 


panies in return for work obligations and also include 
acreage already earned by others and presently held 
on a joint interest basis. These farmouts are extremely 
significant to the Company in that they represent work 
and money commitments in frontier areas giving con- 
tinued exposure in these regions to your Company. 


The policy of developing reserves and production in 
high risk expensive frontier areas by farming out lands 
while maintaining sizable working interests at little risk 
and cost will be continued. Exploration efforts will be 
concentrated in Western Canada for the time being. 


As at August 31, 1971 the Company held approxi- 
mately 41,900,000 net acres, which amounts to 57.6% 
of the 72,700,000 gross acres held in Canada. Page 
12 gives the land summary for acreage held in Foreign 
Areas. 


The royalty interest of the Company remains virtually 
the same. 
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* In 1972, the Companies working interest in 19,445,094 gross acres will be reduced to 25%, thereby reducing the net acres in the Arctic Islands to 4,861,273 acres. 
** Gross and Net figures include 19,903,773 acres gross, 13,557,940 acres net filed on and pending issuance of Permits from Federal Government. 


CANADIAN OIL AND GAS EXPLORATION 


Western Canada 


During the 12 month period ending August 31, 1971, 
Siebens’ drilling activities have been concentrated in 
the Province of Alberta. The Company drilled or partici- 
pated in the drilling of 22 wells resulting in the comple- 
tion of 10 gas wells and five oil wells. Nine wells were 
drilled at no cost to the Company on farmouts of 
Company land holdings and resulted in one gas discov- 
ery in southwest Saskatchewan. A total of 25 wells 
were drilled on lands in which the Company holds 
overriding royalties and of these, nine gas wells were 
found capable of production. 


In the Medicine Hat area, eight gas wells were com- 
pleted in the Milk River and Medicine Hat sands. The 
Company’s average ownership in these wells was 
31%%. Production of gas has commenced from this 
area. Three successful wells, in which the Company 
holds a 25% interest, were drilled in the Verger— 
Matzhiwin area and resulted in one gas well and two 
oil wells. Development drilling in this field appears to 
have defined a small Basal Quartz oil pool. Gas reserves 
here will go on stream November 1, 1971. 


In the Sunset Triassic oilfield, located between Stur- 
geon Lake South and Snipe Lake fields, Alberta, the 
Company holds a 30% interest in a recently drilled 
development well. Evaluation of this oilwell is not com- 
plete but preliminary results indicate higher than 
average productivity from the sandstone reservoir. Fur- 
ther development drilling is planned for this area. 


The Company also participated in the drilling of a 
Triassic oil discovery in the Pouce Coupe area, Alberta, 
approximately 25 miles east of Dawson Creek, B.C. 
The well, owned 30% by the Company, encountered 
18 feet of water free oil pay in the Triassic Boundary 
Lake zone. A step-out well has been commenced on 
option acreage in order to define the edge of the oil 
pool which could extend to the southeast. 


In addition to the 20 wells to be drilled at no cost 
to the Company and discussed in the following section, 


ROYALTY INTEREST PROPERTIES 
GEOGRAPHICAL AREA 


Hudson Bay 
Northwest Territories & Arctic Islands 


Siebens will be participating in the drilling of approxi- 
mately 20 exploratory and development wells. A pro- 
gram of development drilling in the Medicine Hat area 
will tie in proven reserves to the pipeline while stepout 
and infill drilling will be continued in the Pouce Coupe 
and Sunset areas. A series of exploratory tests in 
various areas of Alberta and Saskatchewan will be 
conducted in search of shallow to medium depth gas 
and oil accumulations. 


FARMOUT HIGHLIGHTS 


Siebens has, at the time of writing this report, en- 
tered into negotiations with various companies which 
have resulted in a total of 20 wells committed to be 
drilled during the ensuing fiscal year on Siebens land 
and a further 18 wells to be drilled at the other compa- 
nies option, all at no cost to the Company. 


The most significant farmout to the Company is a 
ten well program to be drilled where the Company has 
170,000 acres favorably located in northeast AI- 
berta where new and promising gas reserves have been 
found and are presently being developed. Gas fields 
in the immediate area include Marten Hills, Calling 
Lake, Tweedie and Craigend which produce from 
various formations. Under the agreement, the drilling 
party will earn a 50% working interest in 85,800 acres 
for drilling the 10 well program and may earn an 
additional amount of acreage for each well drilled after 
the original 10 wells. In order for the drilling party 
to earn a 50% interest in the entire 170,000 acres, 
they would have to drill a total of 22 wells, at no cost 
to the Company. 


Page 5 gives a brief resume of some of the work 
committed to Company lands as of the date of this 
report. 


GROSS ROYALTY ACREAGE 
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Gas Fields 


Bs Gas Discoveries 


Smith Area 


A 2,300 foot Wabamun test has been committed 
on 7,680 acres owned by the Company in northeast 
Alberta (Twp 72, Rge 1, W5M) whereby the drilling 
party earns a 50% working interest. 


Athabasca Area 


An exploration company has committed to drill a 
2,200 foot Wabamun test on 22,720 acres owned by 
Siebens in northeast Alberta (Twp 66, Rge 23, W4M) 
to earn a 50% working interest in 11,360 acres and 
an option to earn a 50% interest in the remaining 
acreage. 


Richdale Area 


A 3,700 foot Mississippian test has been committed 
on 3,040 acres owned by the Company in southeast 
Alberta (Twp 29, Rge 12, W4M) whereby the drilling 
party earns a 50% working interest in the block. 


Ancona Area 


Amerada Hess Corporation has committed to drill 
an 8,200 foot Cardium test in Section 19-42-11 W5M 
on a 16,000 acre P & NG Reservation owned by the 
Company to earn a 50% working interest in one-half 
the lands with an option to earn a 50% in the remaining 
one-half by drilling another well thereon. This land lies 
approximately six miles east of the Rocky Mountain 
Disturbed Belt between the Brazeau River and Stra- 
chan-Ricinus gas fields and just west of the Ferrier 
and Rocky Mountain House oil fields. 


Whitelaw Area 


A company has committed to drill a minimum 6,000 
foot Banff test on one of two P & NG Reservations 
totalling 71,680 acres owned by Siebens in northwest 
Alberta (Twp 84, Rge 2, W6M) to earn a 50% working 
interest to the depth reached in the Reservation drilled 
with two options to earn a 50% interest in one-half 
of the remaining Reservation with each well drilled. 


Woking Area 


Anderson Exploration Ltd. has committed to drill a 
minimum 8,000 foot Shunda test on 10,880 acres 
owned by the Company in northwest Alberta (Twp 75, 
Range 4, W6M) to earn a 50% working interest to the 
depth drilled. 


Calling Lake Area 


Dome Petroleum Limited has committed to drill a 
1,600 foot Nisku Test on a 38,400 acre block in north- 
east Alberta (Twp 70, Rge 18, W4M) owned 20% by 
the Company to earn a 50% working interest in the 
block. 


Drumheller Area 


Canadian: Export Gas & Oil have reimbursed the 
Company $42,000 in lease rentals, and have commit- 
ted to drill one well on 21,120 lease acres owned by 
the Company in southeast Alberta to earn a portion 
of the lands. Options to drill two additional wells will 
earn them a 50% interest in the lands. 


Stolberg Area 


Skelly Oil of Canada has an option on 17,920 acres 
of Reservation land owned by the Company in west 
central Alberta to earn a 50% interest in the lands 
by drilling an 18,000 foot D-3 test. 


MACKENZIE DELTA 
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MACKENZIE DELTA 


Two important discoveries reported by Imperial Oil 
Limited this past summer have focused the attention 
of the petroleum industry on the Mackenzie Delta 
region of the Northwest Territories. The Imperial Mayo- 
giak P-17 well is currently suspended after having 
tested oil and gas from the 3,800 foot level and light 
gravity oil from the 9,400 foot level. Imperial Taglu 
G-33 recovered natural gas and condensate during 
drillstem tests at the 8,100 foot level. Imperial has 
announced plans to move two rigs capable of drilling 
to 19,000 feet into the Mackenzie Delta making a total 
of five rigs available for their use this coming winter. 
They also have indicated eleven wells will be drilled 
in the Mackenzie Delta this winter at an approximate 
cost of $17 million. Four other drilling rigs have been 
moved into this area in preparation for an active winter 
drilling season. 


The Company holds a 50% interest in Exploratory 
Permits covering a total of 259,358 acres in the Liver- 
pool Bay area approximately 100 miles northeast of 
the Mayogiak discovery and in the same geological 
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environment. A large positive anomaly with 400 feet 
of closure over an area of 20,000 acres was revealed 
by a marine seismic survey. Several firm proposals 
from companies interested in drilling this feature, lo- 
cated in shallow water, have been declined due to the 
interest generated by the Imperial discoveries. Further 
shallow water marine seismic was conducted this past 
summer in this area as well as in the Beaufort Sea 
area where the Company holds a 50% interest in 
291,369 gross acres. 


ARCTIC ISLANDS 


As anticipated, drilling activity and seismic survey 
work increased in the Arctic Islands during the past 
year. The Panarctic King Christian D-18 well, which 
blew out and caught fire in October, 1970, was finally 
brought under control in January, 1971. A stepout well 
from the discovery subsequently measured a sustained 
flow of 165 million cubic feet per day of natural gas 
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© Location or Drilling Wells 


from the Heiberg sand at a depth of about 2,200 feet. 
Panarctic has indicated that gas reserves found are 
of major proportion. 


A number of major oil companies, some without land 
holdings in the Arctic Islands, have announced plans 
to acquire interests by participating in future drilling 
with Panarctic Oils Ltd. Four major U.S. gas transmis- 
sion companies will support Panarctic’s exploration 
program for several years in order to obtain a first 
right on any gas discovered during the period. An 
increase in the tempo of exploration is indicated for 
the next several years in the Arctic with the possibility 
of the discovery of very large hydrocarbon reserves. 
The Company has a 50% working interest in 
19,445,094 gross acres spread throughout the Islands 
which will obtain good exposure from future explo- 
ration activity at no cost to the Company. Imperial Oil 
Ltd. has announced its intention to spend $11 million 
on exploration and drilling between this fall and the 
end of 1972 under a recently reported exploration 
agreement with Panarctic Oils Ltd. It is estimated that 
some $175,000,000 will be spent on Panarctic’s lands 
alone during the next five years. Panarctic and its gas 
transmission company partners have indicated they 
feel Arctic Island gas reserves could be brought to 
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market in five to seven years if sufficient reserves were 
discovered. 


Your Company has concluded a farmout agreement 
with a group of French controlled petroleum compa- 
nies, namely Elf Oil Exploration and Production Canada 
Ltd., Aquitaine Company of Canada Ltd. and Leonard 
Refineries, Inc. (a subsidiary of Total Petroleum (North 
America) Ltd.) wherein the group may earn an interest 
in Siebens’ 50% interest in 2,079,899 gross acres lying 
off the west coast of Banks Island. The three compa- 
nies will drill a 7,000 foot onshore test commencing 
in October, 1971 on a permit immediately offsetting 
this acreage block. In addition, the Elf group have been 
given options to drill another onshore well and two 
offshore wells to earn their maximum interest in the 
block. The well, Elf et al Storkerson Bay A-15, will be 
the first well to be drilled on Banks Island, and is 
situated on what is considered an extension of the 
geological conditions present in the Mackenzie Delta 
where Imperial Oil Limited has announced oil and gas 
discoveries. The Company regards the drilling of this 
well adjacent to a large block of Company-held acreage 
to be of great importance and which, if successful, 
could have a significant bearing on the future of the 
Company. 
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HUDSON BAY 


The Company’s holdings in Hudson Bay consist of 
a 50% interest in 1,130,567 gross acres situated 
southwest of Mansel Island and a 172% interest in 
4,516,634 gross acres located 200 miles northeast of 
the Port of Churchill. Marine seismic refraction surveys 
were completed this past summer on these exploration 
permits with the program on the larger block being 
conducted at no cost to the Company by its partners, 
Canada-Cities Service Ltd., Mobil Oil Canada, Ltd. and 
Hamilton Brothers Canadian Gas Company Ltd. 
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: ‘-! ; Major Company's Holdings 


Belcher Is. 


The Aquitaine—ARCO group, holders of over 45 mil- 
lion acres in Hudson Bay, have let a contract for the 
construction of a semisubmersible offshore drilling rig 
to be used to explore their acreage. This rig should 
commence drilling operations in the summer of 1973. 
Twenty million dollars have been budgeted for this 
drilling program which will take several years to com- 
plete. It is felt several wells will be drilled in proximity 
to Company acreage. 


EASTERN CANADA - OFFSHORE 
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EAST COAST 


Four offshore drilling rigs are currently working off 
the East Coast of Canada. Shell Canada Limited are 
evaluating their immense acreage holdings with two 
rigs while the Amoco-Imperial group are using one rig 
on their Grand Banks of Newfoundland acreage. Ten- 
neco operates the last rig on their large permit holdings 
off the Coast of Labrador. Another semisubmersible 
rig is currently under construction in Halifax and will 


work for Mobil Oil Canada, Ltd. in late 1972. Amoco- 
Imperial will bring in another rig from the North Sea 
next spring and have announced that thirteen wells 
will be drilled this coming year at a cost of about $18 
million. It can be seen that acceleration in drilling 
activities is in store for exploration permits held off 
of Eastern Canada. The Company, with its large hold- 
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ings of exploratory acreage in this region (in excess 
of 40 million acres) can expect to benefit from any 
discoveries which may be made here. 


Mobil Oil Canada, Ltd. recently released details con- 
cerning their discovery well Mobil Tetco Sable Island 
E-48, located about 175 miles east of Halifax, Nova 
Scotia on Sable Island. Eighteen different zones were 
tested in the well of which seventeen flowed hydrocar- 
bons. Twelve of these zones flowed both natural gas 
and condensate and four zones flowed both crude oil 
and natural gas. One zone flowed natural gas only. 
Several other untested zones also appear to be produc- 
tive. The reported flow rates indicate that sizeable 
reserves of gas, condensate and crude oil are present. 
This discovery is considered of particular significance 


g) 


in light of the current energy crisis and the probability 
that large reserves of natural gas found on the Nova 
Scotia shelf will be transported by pipeline to the nearby 
energy deficient industrial areas of Eastern Canada 
and Northeastern United States. Your Company’s 
holdings in the Gulf of Maine are located in an attractive 
area crossing the shallow George’s Bank feature. A 
basement ridge is known to be present under these 
lands which offers some important regional trapping 
situations. 


During the past year, the petroleum industry has 
been acquiring exploratory permits in deeper waters 
(up to 10,000 feet) off the East Coast of Canada. This 
trend to holdings in deeper water is due in part to 
two. factors: the recognition of a thick sequence of 
sediments seaward from the edge of the continental 
shelf, and, secondly, recent advances in drilling tech- 
nology. Among the companies active in filing on this 
type of acreage are Shell Canada Limited with applica- 
tions for 21.5 million acres in Baffin Bay; Imperial Oil 
Limited with applications for 24 million acres northeast 
and south of Newfoundland as well as large permit 
holdings off the Labrador coast; Hudson's Bay Oil and 
Gas Company Limited in the Davis Strait region east 


of Baffin Island; and Texaco Exploration Canada Ltd. 


off the south end of the Grand Banks. 


In line with this activity, your Company made appli- 
cation for 13 permits totalling 866,272 gross acres lying 
adjacent to other Company lands held in the George’s 
Bank area off the Gulf of Maine. As well, application 
has been made for 53 exploratory permits located off 
the south end of the Grand Banks of Newfound. The 
permits applied for cover an area of 4,068,624 gross 
acres and lie south of the Imperial-Amoco holdings and 
adjacent to recent applications by Texaco Exploration 
Canada Ltd. Geological considerations lead the Com- 
pany to believe highly prospective sedimentary sections 
are present in these areas which warrant further inves- 
tigation. 


North of the Labrador farmout to Hudson’s Bay Oil 
& Gas Company Ltd., discussed below, the Company 
has made application for 238 exploratory permits con- 
taining 14,968,877 gross acres which lie adjacent to 
and eastward of permits recently applied for by Impe- 
rial Oil Limited. 


The Company has concluded an agreement with Hud- 
son’s Bay Oil & Gas Company Ltd. on a block of explor- 
atory permits totalling 2,117,317 gross acres. 
(1,058,659 net acres) located in the Gulf of St. 
Lawrence south of the Island of Anticosti. Hudson’s 
Bay will have earned an interest in the permits by 
completing a reconnaissance seismic survey this past 
summer. To maintain their interest after October, 1971, 
Hudson's Bay must place the necessary deposit re- 
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quirements with the Federal Government ($317,000) 
and perform all additional work required at their sole 
cost. 


Hudson’s Bay Oil & Gas Company Ltd. has also 
committed to conduct a marine reconnaissance seis- 
mic program at a minimum cost of $500,000 over 
2,471,595 permit acres off the Labrador coast in which 
the Company has a 50% interest. This will carry the 
permits at no cost to the Company until January, 1975 
and will earn Hudson's Bay a 20% interest, reducing 
the Company’s interest to 40%. Hudson’s Bay has an 
option to June 1, 1972 to commit to drill a 12,000 
foot offshore well free to the Company to earn a one- 
half interest in one-third of the permit acreage with 
two additional options to earn a like interest in the 
other two-thirds of the acreage. 


Off the east coast of Cape Breton Island, the Com- 
pany holds a 50% interest in 1,865,566 gross acres. 
Under an agreement with Murphy Oil Company Ltd., 
entered into prior to the Company becoming publicly 
owned, Murphy has the right to acquire all or a portion 
of these lands, which, if exercised, would bring to the 
Company,.a minimum of $375,000 and a maximum 
of $1,120,233. This option must be exercised by De- 
cember 1, 1971 and reserves unto the Company a gross 
overriding royalty on the lands acquired by Murphy. 


Siebens conducted a detailed marine seismic survey 
this past summer on its Burgeo Bank Block, lying off 
the south coast of Newfoundland and consisting of 
390,658 gross acres in which the Company has a 50% 
interest. Interpretation of this program is underway 
and decisions as to further exploration here will be 
made after a study of the results. 


A large block of exploratory permits located offshore 
Baffin Island totalling 8,528,002 acres was farmed out 
in the spring of 1971 to Canada-Cities Service Ltd. 
Under the terms of the farmout agreement, Canada- 
Cities Service agreed to reimburse the Company and 
its partners for the expense of a marine reconnais- 
sance seismic survey shot in 1970 and to conduct a 
combined marine seismic and aeromagnetometer pro- 
gram estimated to cost approximately $700,000 during 
1971. Additional detailed seismic and aeromagnetics 
are proposed for 1972 after results obtained have been 
studied this year. Canada-Cities Service, by performing 
exploratory work amounting to 20¢ per acre, will earn 
a 25% working interest in the 8.5 million acre block 
(in which the Company holds 63.5% interest). In addi- 
tion, Canada-Cities Service Ltd. has options whereby 
it may earn an additional 50% working interest in 
1,000,000 acres for each 11,000 foot offshore test 
drilled at its own cost. Up to eight wells must be drilled 
by Canada-Cities Service Ltd. in order to earn its ma- 
ximum interest in a maximum amount of acreage. 
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FOREIGN OIL & GAS EXPLORATION 


Malta 


In association with a group of Canadian companies, 
Siebens was recently granted a production licence 
covering 426,322 acres on the continental shelf east 
of the Island of Malta in the Mediterranean Sea. The 
Company’s interest is 214%4%. A detailed marine seismic 
survey has been completed and is currently being 
interpreted. Licences were also issued to Shell Oil Com- 
pany for a block of acreage adjoining Siebens to the 
north and to Societe Nationale des Petroles d’Aquitaine 
for a block adjoining to the south. Aquitaine has com- 
mitted to drill its first of two commitment wells this 
fall and Shell should commence its first of two commit- 
ment wells in the spring of 1972. Drilling on the Com- 
pany’s licence will likely commence in the first quarter 
of 1972. 


As the drilling activity on both sides of the Company’s 
production licence will be commenced before the Com- MALTA 
pany will drill, any positive results therefrom could be ee “, on 
utilized in selecting our drilling location. A commercial LES 
discovery by either Shell or Aquitaine in this area would 
be of great significance to the Company. BEB i orsing tmerest Acreage 


SIEBENS & ASSOCIATES 
426,322 Acres 
1 Well Commitment 


AQUITAINE’ ee 
2 Well Commitment — 


Alaska 


The Company’s land holdings in Alaska are un- 
changed. A decision on pending applications is being 
delayed by reason of Alaskan Native claims against 
the U.S. Federal Government. Once the Trans-Alaska 
pipeline issue is settled, it is expected the status of 
these applications will be clarified. 


Bahama Islands 


The Company holds a 50% interest in 3,985,920 
gross acres held under Exploration Licence, the major- 
ity of these lands situated in the vicinity of Andros 


The leases situated in the North Slope of Alaska 
encompass several surface structures which are con- 
sidered prospective. The Company, in association with 
its partners, is considering farming out this acreage 


Island. Two deep tests were drilled by others and 
abandoned in the Bahamas last year. Aeromagnetic 
and underwater gravity surveys have been completed 
and will be reviewed before additional exploration is 


to an interested company. undertaken. 


FOREIGN LAND HOLDINGS 


GEOGRAPHICAL AREA NATURE OF INTEREST GROSS ACRES NET ACRES 
*Alaska — North Slope Leases 96,157 
Bahama Islands Licence 3,985,920 

Leases 110,404 

Licence 426,322 


Permit 263,675 
4,882,478 


2,142,142 


* The Company also has first priority rights on 330,000 acres under dispute between the U.S. Federal Government and the State of Alaska relating to Native claims. 
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ENGLAND 


United Kingdom 


Siebens Oil & Gas (UK) Limited was formed in the 
fall of 1970 and an extensive marine seismic program 
was undertaken in the Northern North Sea, the Celtic 
Sea and in waters off Northwest Scotland in prepara- 
tion for the Fourth Round of Awards of Production 
Licences in the United Kingdom. Your Company owns 
a 40% interest in Siebens UK, the other partners being 
Hambros Bank Limited, Coalite & Chemical Products 
Ltd., Guardian Royal Exchange Assurance Ltd. and 
Phoenix Assurance Co. Ltd. 


Siebens UK surveyed exclusively, as well as pur- 
chased and traded into, a large amount of seismic data 
in these areas, exceeding 7,900 line miles, and made 
application for Production Licences with the United 
Kingdom Government on August 20, 1971. It is hoped 
that Siebens UK will be successful in acquiring Produc- 
tion Licences in this very encouraging and attractive 
exploration area. Siebens UK holds an interest in North 
Sea Blocks 16/3 and 16/7 on which a marine seismic 
survey has been conducted. It is expected that a well 
will be drilled on this Production Licence during 1972 
Orn O73: 
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Naples 


ie Working Interest Acreage & Oil Fields 


Palermo 


6 


< 
MALTA | 


Adriatic 


In the Italian Adriatic offshore region, the Company 
holds a 10% working interest in six production permits. 
These permits have been farmed out under a seismic 
option agreement whereby seismic surveys will com- 
mence this winter and an offshore test drilled if the 
seismic is found encouraging. 


Sicily 
The Company has recently made application with 
two Canadian partners for production licences from 


the Italian Government in the area known as Zone 
C, off the south coast of Sicily. A portion of Zone C 
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a Gas Fields 


Tonian Sea 


relates geologically to offshore Malta while the balance 
of the area is prospective for both Tertiary and Triassic 
hydrocarbon accumulations. Results of the application 
will not be known for several months. 


Other Areas 


The Company has made application or is negotiating 
with the Governments of several other foreign countries 
for offshore concessions or licences. In this regard, 
the Company is attempting to acquire highly prospec- 
tive land holdings in areas lightly explored or previously 
unexplored. 


PRODUCTION 


The average daily production rate of crude oil and 
natural gas liquids reached a level of 144 barrels per 
day, an increase of 40 percent over last year. These 
increases came mainly from acquisition of the produc- 
ing properties of Calmano Oil and Gas Ltd. on January 
1, 1971. These properties are expected to add an 
additional 40 barrels of oil per day to the 1971-72 
production rate. The Company estimates that new wells 
on production in the Verger, Pouce Coupe, and Sunset 
fields in Alberta will bring the net production rate up 
to 300 barrels per day for the 1971-72 report period. 


NET PRODUCTION OF OIL, NATURAL GAS, 
NATURAL GAS LIQUIDS AND SULPHUR FOR THE PERIOD 
SEPTEMBER 1, 1970 - AUGUST 31, 1971 


Natural gas sales increased to an average of 3.8 
MMCF per day. This was an increase of 68 percent 
over the last report period rate. This increase was 
caused by higher gas contract rates in the Enchant 
field and new wells being put on production in the 
Medicine Hat and Warwick fields, of Alberta. During 
the next year the average net gas production rate from 
presently productive wells is expected to reach 6.0 
MMCF per day when wells in the Medicine Hat and 
Verger area are tied-in and put on production. 


Natural Gas Natural Gas 


Crude Oil 
(Barrels) 


Working Interest 38,320 


Royalty Interest 4,330 
42,650 


(Millions of 
Cubic Feet) 


1,168 
232 


1,400 


Liquids Sulphur 
(Barrels) (Long Tons) 


3270) 
4,470 


9,740 


RESERVES 


The Company’s net reserves, estimated by its engi- 
neers, are shown in the table below. The 375 percent 
increase in crude oil reserves were mainly due to new 
drilling in the Pouce Coupe and Sunset Areas of Alberta 
and the acquisition of the producing properties of 
Calmano Oil and Gas Ltd. Development drilling will be 
carried out in both Sunset and Pouce Coupe during 
the winter season and significant increases in oil re- 
serves are expected from this program. 


COMPARISON OF 

NET RESERVES OF OIL, NATURAL GAS, 
NATURAL GAS LIQUIDS AND SULPHUR AS AT 
AUGUST 31, 1970 AND AUGUST 31, 1971 


Gas reserves were increased by 41 percent during 
the year. This increase was due mainly to development 
drilling in the Medicine Hat and Enchant areas. A 
program of development drilling to be carried out in 
the Medicine Hat area during the fall of 1971 is ex- 
pected to prove up a large amount of Milk River forma- 
tion gas. 


Natural Gas Natural Gas 


Crude Oil (Millions of Liquids Sulphur 
(Barrels) Cubic Feet) (Barrels) (Long Tons) 


Total Reserves, August 31, 1970 262,500 33,200 292,600 56,000 


Total Reserves, August 31, 1971 1,250,500 46,900 286,900 54,700 
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CONSOLIDATED BALANCE SHEET AS AT AUGUST 31, 1971 


Assets 
1971 1970 
CURRENT ASSETS 
CAISPD ose cadet hseoaien Sule hoses Beale pee ut gaa $ 189,183 $ 350,133 
Marketable securities, at cost 
(quoted market valtie:$9;540; 250). ema eae eee rete eee 8,937,203 9,593,198 
Accounts receivable. 2 csiccecccec cr eee 233,359 64,904 
Accrued interest) ..2. snc ee ee S10542 34 ae Ze 
Income taxes: reCOVEFADIO: 0. sce secre ce ee ee, ree — 27 680 
9,670,287 10,309,077 
INVESTMENT IN AND ADVANCES TO 40% 
OWNED COMPANY, at cost 
Siebens: Oil & -GaseCWK) Linnite dian.) Shc icc ope ncee seen eect eet rere ere 274,513 — 
PROPERTY, PLANT AND EQUIPMENT 
Petroleum and natural gas leases and 
rights together with exploration 
and development thereon (Note 2(b)) 
PROdUCIIS <a sic corsage cso Henge cee Relaciones atc cetera Abe 7 952-505 
Accumulated depletionzand: depreciationie.....5..-se8e eee 68,046 108,484 
1390)731 844,021 
Non-prodtcing secre. siecee See ee oe ree ie eee eee 1 587,70) 317,586 
Equipment and other assets, at cost less 
accumulated depreciation 1971 — 
$27 600% 1970.2 DIG 2A ee ee ee 50°296 60,930 
3,028,728 22022537, 
OTHER: ASSETS tscitwrnes, Seperate ok re ee 3,180 35,565 
$12,976,708 $125674079 


The accompanying notes are an integral part of this financial statement. 
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Liabilities 


1971 1970 
CURRENT LIABILITIES 
Bal @inGe oteGineS Same seme err ce lh i ah Jee compres sis emer eer $9 554195 $ — 
AecountsspayabierandraccrUed labilittGSio se... ese eae anette oes 371,771 135,167 
DUERtOMOMMteVeltULe: Danes aa vette ote enc cde csece voce teeeee co eeevew tn owes 111977 99,817 
Ieomlestaxesa(INOLE RO) memes ict nk, dds be amide chen cbotes a edapnandets 68,585 — 
707,528 234,984 
GAS PRODUCTION PREPAYMENT ................ ES oR ATE 2 te em 50,000 — 
CONTINGENT LIABILITIES (Note 3) 
Shareholders’ Equity 
CAPITAL STOCK (Note 4) 
Authorized 
12,000,000 shares without nominal or 
par value 
Issued 
6725 1 OOOR(19 70 46,250 O00)" Shares aa. secs ee ne Pate 11e755,660 119750;200 
RO CATINE ORE AECINIINGS mete seen peerenaie cree aid Our tn sere We alae ee el None 463,800 581,995 
12,219,180 123327195 
ji 
Fd . 
Director 
Ar tt da ee ae 
$12,976,708 S12567, 179 


The accompanying notes are an integral part of this financial statement. 
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CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED AUGUST 31, 1971 


1970 


(Note 1) 


$140,237 
549,386 
Was pey 
30,834 


895,779 


27 OS 
177.677, 
49,209 
55,295 
13,661 
1SZ Org 
62,067 


1971 
REVENUE 
Oil and: gas PrOdUCTION: sijeccsies cc ekece tee e ses eae ne ON ee eater ee eee $.°3347959 
Pt@TOS te oeeSccs eouecbins eye oben aadlee celal pe ale dea Na te Seen eae ee 846,502 
Sale of oil and gas rights and seismic information.....................068 262,245 
0) 101 :) ae EIT Se it Omer ROC TU re sei chcataeaseee cons 90,590 
1,534,296 
COSTS AND EXPENSES 
ProductionnexPeMse Mi ccccscnndseccneal beads cree cae anes eee a re 93,859 
Carrying charges of*non-producing properties 520.5... eyes eee 384,122 
Exploration @xpenSe’.c.s.245,..05 hese ee kee eee 354,501 
Dry: ole: COStS: 23... ).cceaestedaneia at ceette: comet reno ee ace rn ee 181,035 
Property: SUIrmeMdeNs e.c.4.o 048 ot onc bataeees es ee ey coe 29,368 
General-and-administrative 2a 5 ee ee eee 343-575 
Depletion-and depreciation: 22925. ia. ons oe entre ce eee TZ2.0)5 
1,459,335 
NET EARNINGS GNOtG 5) eee ee eee $ 74,961 
FARNINGS*PER SHARES 20) .o rs cue enue ernest ee eee $.01 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED AUGUST 31, 1971 


RETAINED EARNINGS AT BEGINNING OF PERIOD 


Additional taxes on incomes of predecessor companies 


1971 


$581,995 
193, 156 


Net earnings for the period 


388,839 
74,961 


RETAINED EARNINGS AT END OF PERIOD 


$463,800 


The accompanying notes are an integral part of these financial statements. 


567,693 


$328,086 


$.05 


1970 
(Note 1) 
$253,909 


$253,909 
328,086 
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CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED AUGUST 31, 1971 


1971 1970 
(Note 1) 
SOURCE OF FUNDS 
From Operations 
Neime amine Sel Ole thes periOd Wyre cy ee ee ora tan eae fy cease cams $ 74,961 $ 328,086 
Items not involving funds 
DEDICtOnpallCEGeDLeClallOMpmnmrr naar ccc sree sso cunt oa ae 72,075 62,067 
PRODGGUVESURLCNCOlS matric tens oak aces Rin are eee ny cos eee, 29,368 13,661 
177,204 403,814 
SAlCeOMCOMMMONE-SIAlLCS serena ce eee ee ee eee 5,180 11,750,000 
GaSmOnOoGucti OMe DhePaAylMel Ua ceeta aie. we. 3.y ear ey.o ucd Wiemenehcbayset ss: 50,000 — 
CHUM y sele. she aon tee RS AR DOR cen ek Pen Pat CY ent nee Pe Ne ae 32,386 9,846 
264,770 12,163,660 
APPLICATION OF FUNDS 
BIODenty eOlanb anCrscQUiDMeMte— tel .n.5.05.sg ec sce sees ee genet eee 908,435 974,899 
Investment in and advances to Siebens Oil 
CLEGASE CUI) ET INTRO Clia trier ieee einer iets oI Pree acters, Semee uae heey 214-513 ~ 
axes On incomes of, predecessomcompaniieS:...01.acs wits ene ee 193,156 260,549 
RewAy Ml CMULO taInOle Sa Pay aC cate eae ne iter rede Aaa re od Meancetars eae Tasik _ 769,500 
1,376,104 2,004,948 
INCREASE (DECREASE): IN®'WORKING CAPIVAL ee cece sence $(1,111,334) SLO R537 12 


The accompanying notes are an integral part of this financial statement. 
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NOTES TO 1971 CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1 AMALGAMATION 


Siebens Oil & Gas Ltd. (the company) is a company created by the amalgamation, effective January 7, 1970, of Siebens 
Oil & Gas Ltd. and Investors Petroleum Producers Ltd. The 1970 consolidated statements of earnings, retained earnings and 
source and application of funds reflect the operations of the company from the date of amalgamation to August 31, 1970. 


NOTE 2 ACCOUNTING POLICIES 


(a) Principles of Consolidation 
The consolidated financial statements include the accounts of the company and its wholly-owned subsidiaries, Siebens 
Oil & Minerals, Inc. and Siebens Oil & Gas (Malta) Limited. 


(b) Oil and Gas Operations 
Petroleum and natural gas leases and rights held at the date of amalgamation (Note 1) are carried in the accounts 
of the company at the lower of cost or market value at such date; subsequent additions are carried at cost. The book 
value of such leases and rights is charged to income if the property is determined to be unproductive. Carrying charges 
of non-producing properties are charged to income as incurred. 


Exploration expenses are capitalized and are charged to income if the exploration project is determined to be unsuccessful. 
The costs of drilling a productive well are capitalized and costs of an unproductive well are charged to income when the 
well is determined to be dry. The costs of successful exploration projects, producing leases and producing wells are depleted 
using the unit of production method based on estimated recoverable quantities of oil and gas as determined by the company. 


Prior to September 1, 1970, the company followed the practice of charging all exploration expenses to income as 
incurred, irrespective of the results of exploration. Had the company applied this practice during 1971, additional exploration 
expenses of $80,000 would have been charged to income for that year. Retroactive application of the change in accounting 
did not require a restatement of 1970 operating results. 


(c) Foreign Currencies 
The accounts of foreign subsidiaries are converted to Canadian dollars on the following basis: 


(i) Current assets and current liabilities, at the rate of exchange in effect as at the balance sheet date. 

(ii) Fixed assets, at the average rate of exchange for the years in which the respective assets were acquired. 
(iii) Revenue and expenses, at the average rate of exchange for the year. 

The loss on conversion has been charged to earnings. 


(d) Income Taxes 
Reference is made to Note 5. 


NOTE 3 DEPOSITS AND PROMISSORY NOTES PAYABLE 


The company has issued non-interest bearing promissory notes of $1,904,740 and lodged these notes with government 
agencies or with partners in joint ventures as security for the fulfillment of exploration requirements in an equal amount. These 
promissory notes payable are guaranteed by the company’s banker which guarantees are secured by certain marketable securities, 
an assignment of certain oil and gas rights and a general assignment of book debts. 


In addition to promissory notes payable of $1,904,740 the company has issued a further $472,258 in non-interest bearing 
promissory notes to governmental agencies as permit deposits for account of partners in joint ventures which are fully secured 
by cash deposits or by notes issued by such partners and guaranteed by their bankers. 


NOTE 4 CAPITAL STOCK 
(a) During the year, the company issued 1,000 shares for $5,180 cash on exercise of options. 


(b) 100,000 shares of the company are reserved under a share option plan dated January 7, 1970. As of August 31, 1971 
officers and employees held options granted under the plan to purchase 44,000 shares of the company at prices ranging 
from $5.04 to $7.33 per share, exercisable in annual installments to July, 1977. 
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NOTE 5 INCOME TAXES 


For income tax purposes the company has claimed drilling, exploration and lease acquisition costs and capital cost allowances 
in amounts which, in the aggregate, exceed the related depletion and depreciation provisions reflected in the accounts. As a 
result no income taxes have been payable by the company to August 31, 1971 and expenditures remain to be carried forward 
at that date (subject to assessment by taxation authorities) and applied against future taxable income as follows: 


DiningMexDOLalam angdleaseraCduiSitiONsCOStsirr: sn ae wee eee dees Cre at nme madera recut ioeceugcnnnbeedsevedncenntes $1,400,000 
Wndepreciatedscapitalbcostem seca arent ca eee ieee etek i en ee Solute a ctls stale atbmescinendewevenaeaes 200,000 


It is the policy of the company to provide for deferred income taxes at such time as taxes otherwise payable are deferred 
as a result of claiming capital cost allowance in excess of depreciation recorded. This policy permits the company to claim 
capital cost allowance in excess of book depreciation without providing for deferred tax in its accounts provided it has other 
tax deductions available to eliminate taxable income. However, management does not believe that it is appropriate to provide 
for income taxes deferred as a result of claiming for income tax purposes drilling, exploration and lease acquisition costs in 
excess of depletion provided in the accounts; while the view of management conforms with general practice in the oil and gas 
industry, it differs from the tax allocation basis of accounting recommended by the Accounting and Auditing Research Committee 
of The Canadian Institute of Chartered Accountants under which the income tax provision is based on the earnings reported 
in the accounts. 


If the tax allocation basis had been followed for all timing differences between taxable income and reported income, deferred 
income tax provisions would have been $45,000 for 1971 and $120,000 for 1970, and net earnings would have been reduced 
accordingly. The accumulated income tax reductions relating to all timing differences in the current year and prior periods 
amount to approximately $115,000 at August 31, 1971. 


NOTE 6 STATUTORY INFORMATION 


Remuneration paid during the year ended August 31, 1971 to directors and senior officers of the company totalled $110,615. 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS 
SIEBENS OIL & GAS LTD. 


We have examined the consolidated balance sheet of Siebens Oil & Gas Ltd. and its subsidiaries as at August 31, 1971 and the 
consolidated statements of earnings, retained earnings and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at August 31, 
1971 and the results of their operations and the source and application of their funds for the year then ended, in accordance with 
generally accepted accounting principles which, except for the change in accounting for exploration expenses as described in Note 
2(b), were applied on a basis consistent with that of the preceding period. 


Calgary, Alberta. (Signed) RIDDELL, STEAD & CO. 
October 14, 1971. Chartered Accountants. 


QUAD-M GRAPHICS RESOURCES LTD. 
BURNAND PRINTING COMPANY LTD. 


ANNUAL REPORT 1971 


SIEBENS OIL & GAS LTD. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE SIX MONTHS ENDED FEBRUARY 28,1971 


(Unaudited) 
SOURCE OF FUNDS 
Oil and gas production prepayment $ 50,000 
Proceeds on sale of oil and gas rights, 
and equipment 61,621 
Other Soe 
1475373 
APPLICATION OF FUNDS 
In operations 
Loss for the period 164,611 
Items not involving funds 
Depletion and depreciation $47,527 
Property surrenders 4,396 
Loss on sale of oil and gas rights : 
and equipment 13 82) 63, 744 
100, 867 
Acquisition of petroleum and natural gas 
leases and rights, together with 
exploration and development thereon 390,149 
Investment in and advances to Siebens Oil 
& Gas (U.K.) Ltd.* 259,043 
Tax re-assessment of predecessor companies 121,156 
871,215 
DECREASE IN WORKING CAPITAL 723, B42 
Working capital August 31,1970 10,058, 741 
WORKING CAPITAL FEBRUARY 28,1971 $ 9,334,899 


*Siebens Oil & Gas (U.K.) Ltd. is a 40% owned company. 
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SIEBENS OIL & GAS LTD. 


CONSOLIDATED STATEMENT OF EARNINGS 


FOR THE SIX MONTHS ENDED FEBRUARY 28,1971 


(Unaudited) 
REVENUE 
Oil and gas production $168, 658 
Royalties 2075555, 
Interest 433,719 
Other 54,404 
677,334 
COSTS AND EXPENSES 
Production expense $ 37,339 
Carrying charges on non-producing properties 203,945 
Geological, geophysical and land department 
expenses 237, 544 
Unproductive exploration costs 143, 884 
Property surrenders 4,396 
General and administrative 155,489 
Depletion and depreciation AT et 2330. 1e4 
LOSS BEFORE UNDERNOTED ITEM 152,790 
Loss on sale of oil and gas rights 
and equipment 1 6er 
LOSS FOR THE PERIOD $164,611 
LOSS PER SHARE 3¢ 


The above financial information is subject to year end 
audit and adjustments. 


Financial information for the comparable period of the 
preceding fiscal year is omitted due to the change in operations 
of the company effective January 7,1970. 


